
  THE WORLD BANK GROUP ARCHIVES  

 PUBLIC DISCLOSURE AUTHORIZED 

 

Folder Title: Chronological files (incoming) - Chrons 24 

Folder ID: 1771813 

ISAD(G) Reference Code: WB IBRD/IDA 03 EXC-10-4542S 

Series: General correspondence 

Sub-Fonds: Records of President Robert S. McNamara 

Fonds: Records of the Office of the President 

 

Digitized: November 9, 2012 

To cite materials from this archival folder, please follow the following format: 
[Descriptive name of item], [Folder Title], Folder ID [Folder ID], ISAD(G) Reference Code [Reference Code], [Each Level 
Label as applicable], World Bank Group Archives, Washington, D.C., United States. 
 
The records in this folder were created or received by The World Bank in the course of its business.   

The records that were created by the staff of The World Bank are subject to the Bank’s copyright.   

Please refer to http://www.worldbank.org/terms-of-use-earchives for full copyright terms of use and disclaimers. 

 

 

 

 

 

 

 

 
THE WORLD BANK 
Washington, D.C. 
 
© 2012 International Bank for Reconstruction and Development / International Development Association or  
The World Bank 
1818 H Street NW 
Washington DC 20433 
Telephone: 202-473-1000 
Internet: www.worldbank.org 
  

PUBLIC DISCLOSURE AUTHORIZED 



I ll ll llllllll lllii!ll l!llll i!! ll \!lilll!lll l!lil lli 
1771813 

A 1995-258 Other#: 3 3096788 

Chronological files (incoming) - Chrons 24 

DECLASSIFIED 
WBG Archives 

) 



1/ 

H.H~ 
I /lJo 

~ ~/ ' 

His ~lmoy 
Sheikh Abal.khail 
Miniater of Natlonal ~ 
Riyadh, lXU. Ambia 

() an a total nc~.~ .. lt 1 
of $12.5 billidn, or about SDR 10 bllliolu 

(b) that the 8hara8 of 20 out of the 26 oattrlbut.ori to IDA V 
would nmun t1al1y the in the Sixth ~ they 
were .in the ~ ~ , and 

(e) an ad me of ,8hI!:U 
U.S., c..aa,- , Gemany and J, • 

I ala:> d1atribUt:.ed a table for oawultatkm ~ 1nd1cat1.ng 
the ahuaII 8IlD\X\t8 of the 0CIltr1butcn at tNt aDa. t!t~ 
Plinta. I ized that the til IIlDm in that. ~lA 
(attached to the c:xmaultat1a1 oot:e on p. 25 a IIfi ) pm!ly 
il1uatrative aD:! (b oot puxport to t by the 
DIput:i • '!bey mt t to iltply that arty mntxib.1t1ng CD\mUy 
bad tared into IIJrq ct'Imlit:lnent. I ly ind.i.ca that 
of the docl:amt was for cxmeultatkm and for pzoviding rurtJers which 
the papltiee could beck to their 8\JthoriU on WUcb they 
CX>Uld q1w ne their :r:eactioo over the am by the tine of tbt 
next. maetinq, WUch will be held in JJubxotmik . the tort:hcaning 
8aJ1k/lW Amual in gr. • 

. , .. 



, ' 

- 2 -

I expect that meeting to be the final me on IDA VI ~p1enisbnent 
am that the ~ties, during that meeting, \«)\l].d be able to reach an 
agxeem:nt on their goverments' oontrihltions. My discussions with 
the authorities of several. a:ntrituting comtries make 1m believe that 
this will be attained. Except for the ad boo rearrangauBllt of shares 
majnly involving only ~ U.S., canada,~, GeDtlallY am Japan, there 
is general agreenent that each oontrib.rt:or will participate on the basis 
of the same share of his participation to the previous Replenishment. 
In the case of the Kingdcm of Saudi Arabia, as the table indicates, its 
share in IDA V anounted to 4.56%. en the basis of the sane share in a 
total Sixth Rep1eniabment of $12.5 billion, SaOOi Arabia's oontril:ution 
l«)U].d be $570 million • . '!his woo1d oover the three-~ (x:mn:i:bnent period 
fxan July 1, 1980 to June 30, 1983 and, as explained before, would be 
payable over a pericx1 of ten years, alCO'J the lines sOOwn in the table 
attached hereto. 

I do rot need here to preadl to a convert of lIlA's case and its 
vital iIrportanoe to the ean::nd.c develqrnent of the px>rest ~ the 
p:x>r camtries. YoU have given me before arrple opportunity on previous 
occasions to discuss this with you, 8l'K1 I again smmarized it in the 
natO I presented to Your Excellency durin:] our IalOOn meeting. I 
smcere1y hcpe that Saud! Arabia will continue to play its key role 
in this lummitarian cause ",hich is 90 essential for the nations of 
the Fourth ~rld. IDA • s lCDJ-tenn Credits for ecax::mic develqment 
projects afford these nations scme chance to prtX3ress in hamaly with the 
rest of the world. I hcpe that: the ~ty of tm Kingd:n of SaOOi Arabia, 
in the fortbxming meeting in D.Jbrovnik, will be in a position to 
anmunce the KingCbn' s oontrib.ltion. . 

Encl. 

cc: Messrs ./ MdWNrra 
Nurick 
vibert 

ElFishawyjrh 

Sincerely, 

I .P .M. Cargill 
Senior Vice President 
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August 6, 1979 

The World Bank - Past, Present, and Future 1/ 

Introduction 

1. The US executive branch will need to give early 
consideration to a major issue relating to the World Bank: the Sixth 
Replenishment of resources for IDA presently under negotiation among 
the contributing countries. A decision on this will have to reached 
at the IBRD/IMF Annual Meeting in B~l~rade in early October to - permit 
IDA's operations ·to continue. : 

2. The purpose of this memorandum is not to provide a 
comprehensive brief on this issue (specific proposals will be 
transmitted through official channels), but rather to furnish 
information on the goals and operational policies of the Bank as a 
background against which this issue and other matters requiring 
decision might be considered. This memorandum is divided into five 
sections: 

The first section provides an overview of the World 
activities and its search for new and better 
increasing the productivity of the 2 billion people 
approximately 100 countries that the Bank currently 

Bank's 
ways of 
in the 

serves. 

The second section describes the special place of . IDA in 
helping meet the investment needs of the poorest countries 
of the world -- those with an annual per capita income of 
less than $300. 

The third section summarizes the role of IFC in the World 
Bank's efforts. 

The fourth section describes how the Bank fits into the 
general framework of multilateral and bilateral aid efforts. 

And a final section sets out the main reasons why the Sixth 
Replenishment of IDA is an urgent issue requiring immediate 
attention. 

1/ The official names (and acronyms) of the three institutions 
making up the World Bank are: the International Bank for Recon
struction and Development (IBRD); the International Development 
Association (IDA); and the International Finance Corporation 
(IFC). 
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Section I: Overview of World Bank Activities 

3. The decision to create the World Bank was taken at the 
Bretton Woods Conference in 1944; the Bank opened for business in 
1946. Its original role was to channel investment funds, first into 
reconstruction of the damaged economies of Europe, and subsequently 
into economic development generally. It obtained a relatively small 
part of its resources from capital subscriptions actually paid by its 
members. For most of its funds it was expected to rely, and does 
.r~ly, on the sale of its securities in private capital markets 
throughout tne world. The United States subscription was and 
continues to be -- the largest single contribution to the Bank's share 
capital.!1 

4. The Bank's earliest loans, in 1947, were made to provide 
foreign exchange for the reconstruction efforts of Denmark, France, 
Luxembourg, and the Netherlands. With the introduction of the 

. Marshall Plan in 1948 to supply this type of finance, the focus of the 
Bank's lending shifted gradually toward development projects and 
developing countries. Much of the Bank's lending in the 1950s was for 
basic infrastructure projects -- railroads, highways, dams and power 
plants. While the transportation and power sectors still account for 
about one-third of the Bank's lending, there has been a steady 
increase during the past ten years in financing for other sectors such 
as agriculture, education, industry, and population planning. This 
shift in sectors was paralled by a broadening concern for the. overall 
problems of development, and increased attention to the whole set of 
domestic policies and external factors which affect the economic 
prospects of individual developing countries. 

5. In the early 1970s, the Bank initiated a major effort to 
raise the productivity of the 800 million poor people who live in 
rural areas of developing countries. The steps taken to implement 
this objective include a substantial increase in lending for 
agriculture. The result has been that agricultural loans now account 
for nearly 25% of total lending compared to 15% in fiscal year 1972. 
It is estimated that the Bank will provide about $20 billion for 
agricultural investment during FY79-83, and that this will finance a 
total of over $50 billion worth of projects and programs. Within this 
expanding overall agricultural program, there has also been a 

II The five largest shareholders in the Bank (and their 
present shares of voting power) are: the United States 
(21.48%), the United Kingdom (8.12%), Germany (5.52%), Japan 
(4.26%), and France (4.03%). 
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substantial increase in assistance designed expressly for improving 
the productivity and incomes of the rural poor. Whereas less than 25% 
of the agricultural operations focused on the rural poor in FY69-73, 
some 50% of the agricultural program has done so in the last three 
years. 

6. The Bank has also expanded and redirected its investment in 
urban areas of developing countries in order to ensure that it results 
in increased earning opportunities for the urban poor. The central 
strategy of the Bank in urban areas is the same as for rural areas: 
to help the poor become more productive. To reach the ~arget 

population groups in urban . areas, the Bank lends directly. fo~ 

identified urban projects, and has reoriented its lending for 
industry, development finance companies, and water supply and sewerage 
projects. 

7. One of the critical challenges facing the developing 
countries is the need to meet their growing energy requirements in the 
face of the rising price of oil. In 1977, the Bank formulated a 
five-year program to expand its lending for the development of both 
fuel and non-fuel mineral resources. This policy was expanded and 
modified in 1979 to include lending for exploration. Under these new 
policy initiatives, the Bank hopes to play a significant role in 
assisting the developing countries to meet their energy requirements 
in the 1980s. Present plans call fo! the gradual expansion of Bank 
lending in the energy sector to $1.5 billion a year by FY83, which 
would permit the financing of oil exploration and production projects 
with a total cost of over $4 billion. This would represent ·roughly a 
third of the total investment requirements of the Bank's member 
developing countries in that sector. 

8. The Bank has long recognized that progress in education, 
population, nutrition and health were an integral part of its strategy 
to raise the productivity of the poor, and this is now receiving 
increased emphasis. Over the next five years, the Bank plans to 
finance at least twice as many population projects as in the past 
five-year period, and to expand the country coverage of economic and 
sector analysis on these issues. A decision has recently been taken 
to begin lending directly for health projects in addition to 
continuing to finance the health component of other projects. 

Volume of Lending 

9. In the fiscal year ending June 30, 1979, the World Bank 
Group IBRD, IDA and IFC together -- committed approximately $10 
billion in loans to developing countries. About $7 billion of this 
was in the form of long-term IBRD loans with an average final maturity 
of over 17 years and interest rates averaging 7.5%; $3 billion was 
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through the Bank 1 s "soft" loan operations -- IDA credits with a final 
maturity of 50 years and a service charge of 3/4%; and IFC invested 
approximately $425 million in industrial projects. 

10. As the table below indicates, the Bank Group has increased 
its lending very substantially in recent years: 

Average Per Year 
Amount of 

Commitments 
Bank Group FY64-68 FY69-73 FY74-78 FY77 FY78 FY79 

~ 

Current $ bi}lions 1.2 7.3 8.7 10.4 

FY79 Constant $ billions 4.2 5.6 8.2 8.2 9.3 10.4 

No. of IBRD/IDA Projects 57 129 208 228 236 247 

IFC Projects 15 23 34 33 40 48 

11. The role of the World Bank in the international development 
effort, and the scale of its operations, are further illustrated by 
the fact that at the end of FY79 it was supervising the completion of 
nearly 1500 projects in more than 100 developing countries. In the 
current fiscal year (ending June 30, 1980), commitments totalling 
$10.9 billion are planned, including $7.6 billion for IBRD, 3.5 
billion for IDA, and $420 million for IFC. The level of IBRD lending 
has been established following a recommendation by the Bank's 
Executive Directors to its Board of Governors, i.e. its member 
governments, for a $40 billion capital increase. It is expected that 
this recommendation will be approved. The implementation of the 
general capital increase is indispensable to the Bank's future growth 
as IBRD's Articles of Agreement limit its disbursed loans and 
guarantees to the total of subscribed capital and reserves. 

12. The level of IDA lending in FY81-83 (the Sixth Replenishment 
period) naturally will depend upon the size of the replenishment which 
is finally agreed. Based on the discussions so far, a figure of total 
lending of approximately $12.5 billion over the three year period 
FY81-83 is being used for planning purposes. IFC plans to invest 
about $1.8 billion over the same period. Annex A gives detailed 
financial data, including projections to FY84, for all three 
organizations. 

Technical Standards 

13. Because the World Bank is a market-based financial 
intermediary as well as a development institution, it must assure both 
shareholders and investors in its bonds that its lending operations 
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meet sound financial and operational criteria. This means, first, 
that loans are made only to countries which may reasonably be judged 
creditworthy. Secondly, Bank lending is predominantly directed 
towards specific projects and all projects have to meet high 
financial, technical, and economic standards. in addition, the 
identification and preparation of projects is conducted against the 
background of a thorough economic analysis of a country's economic 
prospects, thus ensuring that the investments are of high priority. 
In the appraisal process which follows after a project has been 
identified, the Bank measures the economic_ benefits of a project and 
calculates the rate of return on the investment. Recently, the 
economic : r -eturn fr9m =pr9jects financed by IBRD and IDA has averaged 
close to =20% per annum. 

14. Once a loan has been approved, the Bank supervises the 
implementation of the project until it is completed. A final stage in 
the Bank's quality-control process is carried out by a separate 
Operations Evaluation Department (OED) which was set up in 1970 to 
evaluate project successes and project failures. The unit prepares 
reports to the shareholders (through the Executive Directors) and 
management on the actual results of operations in terms of 
contributions to development. About 17% of the Bank's staff time and 
administrative budget is devoted to this supervision and evaluation 
effort. 

IBRD Resources 

15. IBRD resources are derived from paid-in capital (presently 
$3.7 billion), reserves ($2.9 billion), and borrowings in the capital 
markets of the world ($26.6 billion). The rise in lending volume 
since FY68 has required a greatly expanded borrowing program. Gross 
borrowings in FY79-83 will be approximately $32 billion ($17 billion, 
net of repayments). Faced with these large borrowing requirements, 
the Bank has made a conscious effort in recent years to diversify the 
sources of its funds. As a result, the proportion of total net 
borrowings raised outside the u.S. rose from 39% in FY64-68 to 81% in 
FY69-73 and to 70% in FY74-78, and is projected at 59% in FY79-83. 
The exceptionally high figures in certain of these periods reflect 
unusual conditions in the world's capital markets in those years, 
which presented the Bank with frequent opportunities to borrow outside 
the United States on advantageous terms. In more normal times the 
Bank does not expect to obtain such a large proportion of its new 
funds especially long-term funds -- in capital markets which are 
far smaller than that of the United States. The borrowing program for 
FY79-83 includes gross borrowngs in the United States of approximately 
$1.8 billion per year. 

16. IBRD lending capacity will be substantially increased when 
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the general capital increase recently recommended by the Bank's 
Executive· Directors is approved by the Board of Governors. In the case 
of the U.S., the Secretary of the Treasury requires express legislative 
approval before he can vote for the proposal. 

17. Of the proposed general capital increase of $40 billion, about 
$3 billion will be paid in. The U.S. share of this amount, to be paid 
in over four or five years beginning in FY83, is $658 million. The 
balance of the U.s. subscription amounting to $8 billion will be in the 
form of callable capital. Callable capital can never be used for lending 
or administrative expenses; it can be called only if needed by th~ ~ank 
to meet its obligations to bondholders. ' The Bank has never had to call 
on such funds and conducts its operations in a manner which would make 
such an event highly unlikely. Nonetheless, the callable capital is 
looked to by the Bank's bondholders as a fundamental support for their 
providing resources to the Bank. 

18. In addition, resources are being provided by a Selective 
Capital Increase agreed by member governments in 1976. The Fv80 US 
foreign aid appropriations bill includes an administrative request for 
the balance of the US share of this increase. The balance of 
approximately $1 billion includes a last installment of $523 million, 
plus arrearages from the first and second installments of $143 and 
$360 million respectively. 1/ The timing of these appropriations is 

1/ The present status of the FvBo appropriations bill as it 

affects the World Bank Group is as follows: 

World Bank 
Paid-in capital 
Callable Capital 

IDA 

IFC 

Administration 
Request 

($ mil) 

102.6 
923.2 

1,092.0 

33.4 

House 

Appropriations 
Committee 

Recommendations 
($ mil) 

30.B ) 
277.2 ) 

1,092.0 

33.4 

al These amounts reflect action to date. The bill is still 

House 
Floor 
Action a/ 
($ mil) 

163.1 

1,086.2 

33.4 

under consideration, and amounts may be subject to restrictive 
provisions which could prevent the Bank Group from accepting 
the funds. 
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important for the US because a significant delay CQuld result in the 
US share of subscribed capital falling below 20%. This would 
eliminate the US right to veto amendments to the Bank's Articles of 
Agreement. 

19. The Bank's net income in the mid-70's approximated $200 
million per year. It currently is earning about $400 million a year 
and net income is expected to rise from this level in the 1980s. 
About $100 million of net income has been transferred each year as a 
grant to IDA, and the rest retained for the Bank's own reserves. 

Section 11: - IDA's Emphasis o~ the Poorest Countries 

The Institution 

20. The International Development Association (IDA) was 
established in 1960, largely as a result of US efforts, to extend 
productive economic development loans to the poorest of the developing 
countries. These countries cannot afford to borrow except on the 

. highly concessionary terms that IDA makes available (IDA credits are 
repaid over 50 years with no repayment in the first ten years. 
Borrowers pay no interest but do pay a service charge of 0.75% on 
amounts outstanding). IDA's projects have to meet the same high 
economic and financial standards as IBRD projects. IDA has the same 
management and staff as the Bank • . 

IDA's Lending 

21. IDA lending is designed to reach the poorest countries where 
most of the world's 800 million persons who exist in absolute poverty 
live. In many of these countries, per capita income is only $170, and 
has grown at only 1% per annum or less in the past. Progress in 
alleviating poverty depends on achieving much faster growth in the 
future. 

22. Because ralslng agricultural output is crucial to 
alleviating poverty in these predominantly rural economies, nearly 
half of current IDA lending is for agriculture.!/ Within the 

1/ Some of these poorest countries do have significant urban 
concentrations. To take account of these, IDA is increasing 
lending aimed at upgrading slums and water supply and sewerage 
services. Another aspect of IDA lending for the urban poor is 
the emphasis being given to providing productive employment at 
low cost. Here IDA lending has placed increased reliance on 
developing small-scale labor intensive industries. 
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agricultural sector, the objectives of income growth and increased 
productivity and employment of the poor are exemplified by IDA lending 
in rural development.l/ Such projects currently account for almost 
two-thirds of IDA -agricultural projects. The 100 agricultural 
projects (amounting to about $2.5 billion) undertaken in the last two 
years are expected to benefit directly almost 8 million rural families 
of whom about two-thirds have incomes below either the absolute 
poverty level or the relative poverty level for their respective 
countries. These projects are also expected to achieve major 
increases in food output (in excess of 1,755,000 tons at full 
production). 

IDA's Resources ' 

23. IDA's initial funding of about one billion dollars was 
provided by subscriptions mainly from DEeD countries, notably the 
United States. IDA has continued to receive resources through five 
replenishments taking place at about three-year intervals. The group 
of contributors participating in these negotiations has now grown to 
include not only the industrialized countries but also countries still 
on the road of development such as Korea, Spain, Yugoslavia, and Arab 
donors such as Kuwait, Saudi Arabia and the UAE. These countries may 
be joined in a significant way for the first time in the forthcoming 
Sixth Replenishment by Argentina, Brazil, Mexico, Greece and Romania. 
Malaysia has already made its first pledge to this Replenishment. The 
US contribution to the Fifth Replenishment amounted to $2.4 billion, 
which added to the contributions to the previous replenishment brings 
the cumulative total to $6 billion. The US share of Replenishments 
has declined from 41.9% in the First Replenishment to 31.2% in the 
Fifth Replenishment. 

24. IDA is currently lending resources provided by the Fifth 
Replenishment (FY78-80) but will need fresh commitment authority by> 
July 1980. As discussed further below, actual agreement on the size 
of the new Replenishment will need to be reached almost a year before 
commitments under it can begin to allow time for the necessary 
ratification procedures in donor countries. Therefore, negotiations 
started in December 1978, and it is urgent that agreement be reached 
on the Sixth Replenishment of IDA resources at the Deputies level by 
the fall of 1979. 

1/ Rural development projects are those in which a majority 
of the direct > benefits are expected to accrue to targeted 
rural poverty groups. The "target groups" for the program 
are small-scale farmers, tenants, and the landless. 
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Section III: The Role of IFC 

25. IFC invests, in association with private investors, in 
productive enterprises in the developing countries. It brings 
together investment opportunities and domestic and foreign private 
capital into productive investments. In these endeavors IFC subjects 
each investment to the tests that (1) it must make a useful 
contribution to the development of the economy of the member country 
concerned, and (2) it must show a high probability of being 
profita~le. ~ In its activities, IFC cooperates with private financial 
institutions and it does not compete with them. 

26. IFC's resources are paid-in capital ($229 million), retained 
earnings which have been allocated to reserves ($119 million), and an 
authority to borrow up to four times its unimpaired capital and 
surplus (a total of $523 million has already been borrowed under this 
authority: $483 million from the IBRD and $40 million from other 
sources). Only capital and reserves are available to finance IFC's 
equity investments. 

27. IFC's resources for investments in developing countries are 
being expanded through a $480 million increase in subscribed capital, 
of which $120 million has been paid in. The United States' share of 
the increase is $111 million, payable in five installments over the 
FY78-82 period. As of June 30, 1979, $46 million was paid in. 

Section IV: The Place of the World Bank in the Total Aid Effort 

28. The Bank Group is the largest 'multilateral development 
institution, accounting for about 60% of the net disbursements from 
non-OPEC multilateral sources in 1978 and for about 65% of resources 
committed in that year. There are a number of development banks whose 
activities are focused on particular regions of . the world, some of 
them patterned after and established with the assistance of the World 
Bank. The oldest regional bank is the Inter-American Development Bank 
(IDB), which started lending in 1961, and is currently lending 
approximately $2 billion per annum to countries in Latin America and 
the Caribbean. The Asian Development Bank (AsDB) began lending in 
1968, and has achieved rapid growth in annual commitments (currently 
$1.2 billion compared to $610 million in 1975 and $246 million in 
1970). The African Development Bank (AfDB) has been formally in 
operation since 1967, but is lending on a much smaller scale -- about 
$325 million per year at present but with prospects for rapid 
expansion now that non- regional membership has been extended to OECD 
nations and the capital base of the Bank increased six-fold. Apart 
from the regional banks, other important multilateral sources of aid 
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are the UNDP, which provides technical assistance in the form of 
grants; the institutions of the European Economic Community: the 
European Investment Bank (EIB), and the European Development Fund 
(FED); and the International Fund for Agricultura~ Development (IFAD). 
In addition, the IMF has provided soft loans amounting to $1.25 
billion from the trust fund established from sales of gold. OPEC 
multilateral aid institutions, including the OPEC Special Fund, the 
Arab Bank for Economic Development in Africa, the Islamic Development 
Bank and the Arab Fund for Economic and Social Development, are of 
increasing importance with commitments in excess of $1.2 billion in 
1977.1/ 

29. The World Bank coordinates its activities with those of the 
other multilateral institutions, and provides them with much of the 
country economic analysis they need in assessing requests for loans. 
Questions have occasionally arisen as to whether the World Bank or the 
regional banks should take up a particular project, but with improved 
programming and coordination by all parties, such issues are normally 

. resolved without difficulty. Coordination is equally important within 
member governments to ensure that policies pursued by an Executive 
Director on one of the regional institution's Boards are consistent 
with those pursued by the same country's representative on the Bank's 
Board. 

30. The overall aid effort of the industrialized countries as a 
group (those that are members of the Development Assistance Committee 
of the Organization for Economic Cooperation and Develqpment 
OECD/DAC) through both bilateral and multilateral programs has 
declined to 0.32% of the GNP of the DAC countries in 1978 from 0.44% 
in 1965 and 0.35% in 1975. Over the same period, the US has seen its 
aid effort decline from 0.49% of GNP in 1965 to 0.26% in 1975, and to 
0.23% in 1978. This compares with a target, adopted in the United 
Nations in 1970, of 0.7%. In real terms, the flow of Official 
Development Assistance (ODA) in 1978 was only 20% higher than in 1965, 
compared with real income growth of DAC members of more than 60% in 
this period. 

31. In 1978 there was a minor reversal of the downward trend as 
ODA from the DAC increased to 0.32% from 0.31% a year earlier (see 
Annex II). However, prospects for a continuation and acceleration of 
the upward trend in aid-giving are not bright. Current projections 
are for an increase only to 0.33% of GNP by 1982. Of particular 

1/ This figure excludes commitments of $1.475 billion by the 
Gulf Organization for the Development of Egypt (GODE) which 
may not be honored. 



- 11 -

concern is the comparatively poor aid efforts of major donors. There 
can be no significant progress towards the 0.7% target without a 
sustained effort by Germany, Japan, and especially the United States, 
to expand their ODA flows. All of these countries are below the 
current DAC average aid performance. The US aid level is barely two
thirds of the DAC average. 

32. Flows to multilateral agencies account for about 28% of the 
total flow of ODA and include flows to the Bank Group in 1978 of 
almost 30% of multilateral or 8% of total ODA. The stress which 
different countries place on channell~ng aid through multilateral 
agencies as compared to bilateral programs varies. In the past, the " 
United States has been a leader in the support of multilateral aid 
programs such as those of the World Bank and has channelled a 
significant proportion of its total development assistance through 
such neutral intermediaries. More recently the US has endeavored to 
reduce its share in the resource flow to multilateral institutions as 
other countries, including the OPEC countries, are more able to 
contribute resources to these institutions. 

33. The current international economic climate presents 
difficulties not only for many developed and developing countries but 
also for the multilateral development institutions such as the World 
Bank. While the needs of countries that depend on World Bank 
assistance have grown very dramatically in recent years, the value of 
assistance provided by the Bank has been adversely affected by the 
price increases of goods and services purchased by such assistance. 

Amount Required to Finance Equivalent 
of $100 Million Commitment in FY65 1/ 

FY65 
FY70 
FY75 
FY80 

100 
154 
282 
403 

1/ Allowing for price changes during the disbursement period. 

This means that the Bank Group must expand its operations at a rapid 
pace in nominal terms in order to sustain a reasonable transfer of 
resources in real terms. In particular, these comments are true for 
the poorest countries that depend heavily for assistance on IDA. If 
these countries are to achieve even minimal growth rates, the transfer 
of resources from IDA must be sufficient to offset the detrimental 
effects on their economies of inflation and the oil price increases. 
Aside from some OPEC contributions, the capital needs of IBRD and IDA 
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can be supplied only by the developed countries, most important among 
which is the United States. 

Section V: Matters Requiring Immediate Attention 

34. As the World Bank's largest shareholder, the United States 
has a unique opportunity and responsibility to exercise 
leadership in strengthening the Bank's role as an institution 
committed to making the poor more productive. Specifically, the US 
must give its urgent attention - in the immediate future to - the Sixth 
Replenishment of IDA and the status of US participation in the 
increases of IBRD capital. 

IDA Replenishment 

35. As discussed above, IDA will exhaust its commitment 
authority by July 1980. To permit commitments to continue, 
legistlative action giving new authority must be completed by then. 
Past experience indicates that to allow time for the legislative 
action, actual agreement among donors must be reached a year before 
commitment authority is exhausted. Thus, final agreement on the size 
of the Sixth Replenishment must be reached urgently. 

36. An essential requirement for concluding negotiations is for 
the US to make its commitment. A prompt announcement of a US 
contribution consistent with its position of leadership in the world 
is necessary to permit the rapid development of a consensus among 
other donors, and allow IDA to continue its operations without 
interruption. 

IBRD Capital Increases 

37. The implementation of the $40 billion general capital 
increase recommended by IBRD's Executive Directors is indispensable to 
the Bank's future growth. Early action by the US to obtain the 
legislative authority enabling the Secretary of the Treasury to vote 
for the general capital increase should be taken in order to insure 
the increase is not delayed. 

38. Early action to complete the US subscription to the 1976 
Selective Capital Increase is- also necessary. If the US participation 
in the Bank's share capital falls below 20%, the US ability to veto 
amendments to the Bank's Articles of Agreement would be affected. 
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An ..... 1 

.1 &alane. Sheet data are •• of end of FY. 
- ProjecUoae ... _: 

- ... 1 Irovth ia IUD lendtn&: of SI per y •• r. 
- Coea1t_nU of $12.S billion 1n loA6, and 

zero ual .rowth ther •• fter. 
- It, toni-tar. rate of inflation of 6% (aee 

footnote. below). 
- A poIIitive apr.ad between the lending r.te 

and the coat of new borrowina (wei.hted by 
• .ount aad .. turity) of .SO% • 

- Iorrov1nc coaU (weilht.d by allQunt) and 
return on a.curiti •• invelt_nU of 8,0% 
in "80; • ne.ative apread between return on 
in •• atunts and barrowina co.u of .40% in 
"81-84. 

- Liquidi~y equal to at lean 40% of the next 
l y •• r.' borrovin. require.nu. 

- T.ru of lendina in nlo of 3.1 ye.re' gr.ce, 
11 y_re' final .. turHy and equal a •• i-.nnu.l 
repay.enu of principal. ter .. in nll-84 of 
4.3 yeare' ,race, 20 yean' Un.l .. turHy 
and annuity- type repay_nte of principal . 
Annual tr.n.fera to IDA out of IBID inco.e of 
$100 .ilUon (includinl gr.nts for a,dcultural 
r •• e.rch and onchocerciasis control) fro. n80 
onward •• 

- A $40 billion IBID ,ener.l capital incr •••• 
aub.cribed in FY82-8S. 1-1/2% of which ia 
paid-in with uaable paid-in capital inc rea sin, 
by $2.1 bUlion. 

bl ~unU receivable frOli loans include undisbursed 
- portion.. Lo.ns .uaranteed by Part I countries 

ar. included 1n P.rt 1 category. . 
cl Transfers to IDA out of lBRD net inco_ have 
- been charged to 18RD retained earnin~., . nd add.::..! 

to IDA'. re.ources in the year of authorhation, 
i.e., the year foUowing that in which the incoae 

...,.S earned. 
dl Undiabur •• d allQunU include both effective and 
- non- eff.ctive loans .nd credits, excluding alDOunU 

sold or a,reed to be sold. 
e/ IBRD fund.d debt includes delayed deliveries. 
71 The selective increases in IUD capital .ub-
- scription. approv.d in 1977 are expect.d to brinl 

total IUD capital subscribed but not called to 
$3S.5 bilUon (one 1944$ • one SDR· 1.2061S current 
doUara). 

1,.1 Incolle fro. loans luarate.d by Part I countries 
and fro. IUD loans to IFC 11 included in the 
Part I category. 

hI $191 .illion of the borrowing planned for FY77 was 
- advanced to FY76 .nd $600 ail110n planned for FY78 

was adv.nced to FY.77. 
il IDA unrestricted subscriptions are contributions 
- held in non-interest bearina notes .nd bank depo.its. 

The ••• lK)unts .re i-.diately available for di.burse
_nts, but _y not be invested in securities. 

j/ ~unU Receivable frOil Crediu include undisbursed 
portions • 

kl Inves t_nt los.e. ch.rged to Reserve Alainst Losses 
- total $IS.4 .11Uon throulh FY18. 
111Ft capital is expected to increase by $410 m11110n 
- as. result of the Capital Incre •• e le.olution approved 

1n FY78. 
.1 IBRDIIDA nuaber of operations is .hown excludina 
- loans to 1FC and treating operations iavolvinl IIOre 

than one loan agree ... nt or both a loan and a credit 
as sillply one IBRD operation. 

nl IFC co_Haents exclude allQunU of Ie .. than 
- $100,000 representing overruns, exerc1ae of .tock 

options, pilot projects, and prollOtional activities. 
01 IBRD lo.ns to IFC are excluded ($100 .1111on in 
- each of FY67 .nd FY70, $60 .1111on in FY72. $40 

.11Uon in FY7l, $110 1111110n in FY74 , SSO lIil110n 
in n7S, $70 .1111on in FY76, $20 m11110n in FY77 
and $ 782 II1llion in the period n80-84. 

1./ Co_it_nts signed, before cancellation, and 
includin, original participations . 

!J.! The coaaitaent deflator ia derived froll the dis
burse_nt deflator (aee footnote v below) taking 
into .ccount the nor .. l lag between co_it_nt. 
.nd disburse-aenU. 

rl Fiaures for FY75-79 .re actual cu .... latiYe numbers 
- of appro'ved projects for which disburse_nu have 

not yet been coapleted, other figures eeti_ted on 
.a .. bali., to reflect change in definition as of 
Hay 1979. 

s/ Diabuneaente by laRD to IFC .nd past borrowers are 
- .xcluded. 
t/ Disburseaents to current borrowers le .. repay_nt. 
- of principal by current borrowers to 11I1O. IDA and 

purchasers of loan. and credit •• 
ul Net disburse_nts less loan and credit charges paid 
- by current borrowers to IUD, IDA and purch •• ers of 

loan •• nd credit •• 
v/ The dieburse .. nt deflator translates diebuneaenu 
- into constant FY79 purchasing power. The deflator 

is based on export price indices of .. chinery and 
equip.nt frOil developed .. rket-econo.ie. to developing 
countrie., totether with a component for freight costa. 
In these filla.'eia1 projections, the annual changes in 
the index assulled for future yean are as follows: 

!! 
1980 
1981 
1982 
1983 
1984 

Annu.l Rete of Inflation 

6.0% 
6.0% 
6.0% 
6.0% 
6.0% 

P' B 
Kay 15, 1979 
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Auslrali. 

Auslria 

Canada 

Denmark 

Finland bl 

Fr~nce 

Gennany 

lLaly 

Japan 

Ne~herl.nds 

Jie\ol 2.eal.nd £.1 

Norway 

Swecien 

Swinerland 

Uni t.ed Kingdom 

Unit.ed SLates ~I 

GRAND TOTAl 

ODft (Sb. - Nominal Prices) 

OD~ ($b. - ConSL. 1978 prices) 

G!:P CSt. - Nominal Prices) 

Price DeflaLor ~I 

n",," OF OFFlCIAl. DEVELOPMEr,: ASSISTANCE FROM DEVE"OPl'U:};'j ASSISTANCE COMMITTEE IiEMBrP.~ 

T( ' DEVELOPING C01!NTRIES AND MU~'!ll.J..TEK~ INSnTUnONS. / 
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.93 

58 
.27 

399 4.43 
.92 .94 

933 1050 
.93 .94 

197 211 
.21 .21 

1450 1649 
.39i· .39 
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.26 

1602 
.93 

63 
.27 
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.96 

1165 
.95 
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.22 

1818 
:40 

6256 
.22 

25.7 
.33 

20.6 

7.7 

l.25 

198:' 

74"2 
.1.7 

248 
.30 

902 
.62 

1516 
.48 

~5 
.71 

107 
.22 

1,373 
.58 

3250 
.34 

526 
.13 

3825 
.27 

1166 
.93 

70 
.27 

563 
.97 

1295 
.96 

272 
.23 

2003 
.40 

6969 
.22 

29.0 
.33 

21.8 

8.6 

1.33 

19D 

282 
.30 

105~ 

.65 

1736 
.50 

611 
.71 

124 
.23 

4929 
.59 

3660 
.31. 

475 
.11 

4525 
.28 

1978 
.94 

84 
.29 

642 
.98 

1458 
.98 

309 
.23 

2209 
.1,0 

7795 
.22 

32..7 
.34 

22.9 

9.5 

1.1,3 

198~ 

3 "~ --' 

.31 

120~ 

.67 

lQl.7 
.50 

682 
.72 

144. 
.2i. 

551'. 
.bO 

414.J. 

.35 

513 
.10 

5086 
.28 

2223 
.95 

99 
.31 

732 
.99 

1621 
.98 

352 
.24 

2433 
.41 

8b42 
.22 

36.7 
.34 

24.0 

10.6 

1.53 

198~ 

1085 
.~O 

36~ 

.32 

2170 
.50 

771 
.72. 

166 
.25 

6312 
.bl 

4b64 
.35 

587 
.11 

5905 
.28 

2516 
.97 

116 
.33 

835 
1.00 

11\15 
1.00 

400 
.25 

2682 
.41 

9549 
.22 

41.3 
.35 

25.3 

11.9 

1.6i. 

a/ RisLorical figures through 1977 and preliminary est~Les for 1978 are from OECD/DAC. Those for 1979-85 are basec on O~CD aoG 
worle Bank est.imales of growth of GNP, on informstioD on bUQ~et appropriat.ion, for aiG, and on .id policy 5lat~enlS by ,0vernmenlS. 
The~: ar~ projections, not ·predict.ions, of what will occur unless act.ion not nO\o' planned takes place. ~, 

~. :i~lanc becac~ 2 meaber o! DAC in January 1975. 
"e~: le.alano oecamt- G TIl~ber o! D;'~ in l~-;3 . OD;, :ip.lre! fc:- !<e.: 2.t'alanc art' no: a"ailabl~ fo:- lqf,~. 

lr. !9~~, a: t~~ be~innin~ o! the Marshall Plan, US Official Development Assislance aoounled t.o 2..79~ of GNP. 
:hr oe:1ato:- i~ tnt' t:s~ GN~ oef1a:o:- (!S7~1.OO) vhic~ lnc~uoe~ the effects c! chan~ef l~ excnan,e rates. 

po!: 
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W 0 R L D HEALTH 
ORGANIZATION 

1211 GENEVA 27 - SWITZERLAND 
Telegr. : UNISANTE-Geneva 

Office of the Di,.ecto,. Gene,.al 

Ref. : DG 08/445/8 

Dear Bob, 

Tel. 34 60 61 Telex. 27821 

ORGANISATION MONDIALE 
DE LA SANTE 

1211 GENEVE 27 - SUISSE 
Hlear.: UNISANTE,-Geneve 

Geneva, 6 August 1979 

Very many thanks for your letter of 25 July 1979 from which I was 
pleased to note your positive impression about the initial work of the 
Independent Connnission for studying the lO,ng-term strategy of the 
Onchocerciasis Control Progrannne . 1. certainly share your views regarding 
the importance of establishing effective coordination between the study of 
the Senegal-Guinea extension and the Connnission's work. I know that 
Dr Gordon Smith has this point very much in mind. 

I was delighted to know that your Board has approved the proposals 
for greater involvement of the Bank in the health sector and I should like 
you to know how grateful I am to you for having been instrumental in bringing 
about this successful achievement. 

With renewed thanks and best personal regards, 

Mr Robert S. McNamara 
President 

Yours sincerely, 

International Bank for Reconstruction 
and Development 

1818 H. Street, N.W. 
Washington D~C~, 20433 
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PHONE: 675861 
41 POORVI MARG 

VASANT VIHAR 

NEW DELHI·l10057 

August 3, 1979 

~ly ,.;ife and I will attending the next session of the 
International Conference of gricultural Economists to be held at Banff, Canada, 
next montho En route , we shall be in · ashington D. C. on August 28 and 29 and 
again from September 19 to 26 . 1 would like to take this opportunity to meet you. 

There is a process of political realignment going on here 
and government is today rather weakoBut the economy is in reasonably good shape o 

You had once expressed a desire that I should continue to be 
associated with the work of the ~orld Bank group o'I'he Kafka Committee provided an 
opportunity for this. I was glad to learn from Nro Kafka that the Board has 
accepted the general principles thrashed out by the Committee inspite of 
serious controversy, although naturally it found it necessaxy to modify 
some of the detailsoI find these modifications reasonable o 
. I would welcome other opportunities to be of some direct 
use to the Bank groupoA recent medical check up shows that my general health 
has improved since my return to Delhi. It should be,therefore, possible for 
me to tUldertake some additional work and travelo 

vii th kind regards , 

} r . Robert S. HcNamara 
President 
World Bank 
Washington D. C. 

Yours sincerely, 

S.V?~ 
(S . R. Sen) . 
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WORLD RANK / INTERNATIONAL FINANCE CORPORAT IC" 

OFFICE MEMORANDUM 
TO: . Mr Robert $, McN~m~rq DATE: 

FROM: 
f)t/l - 0\' 

Peter fI t dd 1 eJje:f'ge.r ;~rOUgh Mr. John rJ 
SUBJECT:' ' Coligresston~l ' 8r~Kfas1 33#~ 

IS?!) J."vi. c:t-v5 
I~A /iJ</"; 

1 • ' . ~R()UP 

Democratrc members of the House of 
in 1974 and 1976. 

8:00, a,rn. Thursday, July, 12, 1979-. - 1302., Longworth 
Building. Use Constttution Avenue entrance. TaKe elevator 

Host 

first 

Rep. Albert Gore, Jr. CD-Tenn.). Gore rs chairman of the 95th 
Congress Democrats, those elected In 1976. Hrs father was on the Senate 
Foreign Relat.ons CommIttee while you were Secretary of Defense. W~ile 
on that panel Gore Sr. was a strong opponent of IDA. 

Gore Jr. has a favorable voting record on multilateral aid 
legislation, unlike most of his southern colleagues from rural districts. 
His committee assignments deal with energy matters. 

Gore extended this breakfast invitatron after reading your 
Manila and Chicago speeches. 

2. TALKfNGPOINTS 

A. Energy 

The matn topic may be ''What about oil prices and supply?". 
You might respond by saying the real problem is the 'sudden jump rn prices, 
and that the issue now is to equate supply an~ demand. 

The World Bank can help with the supply side, as it has been 
called upon by the industrial powers to invest in energy production in 
non-OPEC developing countries. Durlng the next two fIscal years the Bank 
will be involved in 22 or more oil and gas projects. By 1983, we expect 
the volume of World Bank lending for petroleum development will exceed 
$1 brllton annua11y~ As. a catalyst the Bank expects to generate another 
$4 billton from other sources for energy projects in LDCs. According to 
Fred Bergsten, thls could generate an additional 2.5 million barrels per 
day in world productlon. 



Mr. Robert S. McNamara - 2 - July lQ, 1279 

B. Trade 

Tne. 96tn Congres's, has before it ·a. number of· extremely tmportant 
internatlonal economrc ·tssues tncludtng energy, trade btlls, and relations 
with. developing ccuntri'es. tn thts r'egard 'i't is important to understand 
that about 28'% of u. S. exports now go' to Lots ,. tf th s 1 eve·l ts to. be 
sustalned, th.etr standard of livln'g ts extremely tmportant to ttle welfare 
of the Unrted States. tnternational . agenctes such as the World Bank 
provide an important leverage for the u.s. i'n generatrng tnvestment. 
fred Bergsten pctnted . out to Congress- that for each U.S. do ,llar invested 
tn the World Bank, over $50 are later earmarked for sound development 
projects in Afrtca, Asta and Latrn Amertca. 

C. Mexlco 

The World Bank has approved 57 loans to Mexico almost US$3.5 
billion, and issued several reports on the economy as well as on specific 
sectors and developmental issues. Thanks to this high level of assistance 
and to the technical competence of its counterparts in ttle country, a 
constructive dialogue on poltcy issues has been maintained throughout 
most of the past 30 years. 

The Bank has often contributed technical analysis at the highest 
policy levels, useful in the gestatton of the current economic priorities 
of the present Admintstration, namely: 

- reducing populatton growth and reg tonal and personal 
income dtspartties; 

- increast,ng employment opportunltles; 

- acceleratlng agrtcultural growth~ especially on non
irrigated and small farms; 

- promoting spatial dispersion of economic activities, 
away from Mexico City; 

- developing hydrocarbon resources with a view to 
improving the countryts balance of payments position 
and ftnanctng an increasing proportton of its 
development activtties with its own resources. 

All this will help alleviate the pressures now building up 
vis-a-vis Mexico and the United States. 

There is a congressional debate now underway concerning Mexican 
tomato exports. Florida growers are urging the Admintstratt'on to block 
imports from Mex rco. Others oppose such a' move for obv ious reasons. But 
if the issue arises, you ml'ght make the point that, either you take thetr 
goods or the influx of illegal aliens will continue to go higher. 



Mr. Robert S. McNamara - 3 - May 10, 1979 

0.. Egypt 

The work of tne. World Bank ts central · to its future economic 
development" tt ts tnrougn multt.1ateral channels th.at money will be 
mobtl tzed from otner OEC·O countrles' such as Germany. and Japan to assfst 
the economrc s.t-de of the post-treaty Mlddle East agenda • . Thts of course 
wi'll lessen the pol ttt'cal rtsks for the. United States·,, · Current Bank. 
lendtng to Egypt rs . $400 mt11 ton annua .lly. Another $1.1 btll Ion comes 
from the Bank-charred consort tum made up of other OECO countries. 

E'.. AQr ieu} ture 

The Bankts lending , for ~ood production is essential because 
a} any U .. S. surplus wlll . be sold to the Soviet Unton and China, and 
e2} what remains are 800 million people in poor. countrles that do not 
nave the foreign exchange to purchase food. These people must be 
provided with the wherewithal to grow more for their own consumption. 

F. The Appropriations Committee ' Inv,estigative 'Report 

The investigation turned up no evidence of misuse of funds or 
lack of proper internal administration. The authors found the World Bank 
to be the most effective source for agricultural development; management 
was observed to be efficient and self critical. tn hearings before the 
House, Treasury officrals concluded from the report that the World Bank 
provided the most effective way for the U.S. to promote economic relations 
with developing countries. ' 

Emphasize the point that the Bank is a prudently managed and 
rather conservative institution. tt is not in the business ·of expanding 
welfare and consumptton, but of promoting productivity. We take no sides 
in bilateral, political or economic disputes, but It is noteworthy that 
every U.S. administration from Truman to Eisenhower to Jimmy Carter has 
strongly supported our operations. Congressional support has been 
genuinely bipartisan. This has led to a broad base of support from all 
other OECO countries for the International Development Association. This 
has resulted in a real burden-sharing effort, whereby the U.S. share has 
been reduced, while others, notably Japan and Germany, have increased. 
Request for U.S. contribution to IDA is 30% less than last year -- from 
$1.55 billion to $1.092 billion -- and 20% lower than FY 1979 appropria
tions of $1.254 billion. 

G. Sa 1 aries 

A year~long review of Bank salaries, which are 'not paid for by 
the U .. S. taxpayers', has been concluded " The recommendatlons by outside 
consultants and a Joint World Bank/tMF Committee have been accepted by 
the Bank. 



Mr. Robert S. McNamara - 4 - July 10, 19.79. 

H. Vietnam 

A World Bank mtsslon. ts currently. 1'n Vi'etnam to assess the 
sttuatton. Unttl tney naye reported on the impact current. polictes wi'll 
have on economtc development, all pendl.ng projects have been set as{'de. 

3 • . OTHER ' PO tHTS 

Duke Merriam and Peter Rtddleberger will be present at the 
breakfast. Ed Frted and Btll Dixon have been rnvited. 

Thts breakfast. comes at an opportune trme, as the House is 
scheduled to take up the FY' 19Sa Forelgn Atd Approprratrons btll on 
July 17. Thts date could slrp to later in the month. 

PR:sb 



WORLD P''.NK / INTERNATIONAL FINANCE CORPORATIOt-' 

OFFICE MEMORANDUM 
TO: Mr. ~obert S, McN~m~r~ 

FROM: John <to Herr t"!11 

SUBJECT: Congresst6n~l ' Br~kf~st 

DATE : Jltly 11, 1~7~ 

There should be" a good attendance at the. Bre~kfa$t tomorrow 
(see my memo of Ju 1 y 101. The fo 11 owing have accepted so fa r : 

Albert Gore - Tenn. Host 
Dan Akaka - Ha. , 
Les AuCotn - Ore. 
Doug Barnard - Ga. ' 
Alvtn Baldus, ~ vts. 
Ed Bea rd - R, t • 
George Brown - Ca 1. 
John Cavanaugh - NeB. 
Norm otAmours .. N.H. 
Butler Derrick .. S.C. 
Norman Dtcks - Wash. 
Chris Dodd - Conn. 
Joe Early - Mass. 
Allen Ertel - Pa. 
David Evans - tnd. 
John Fary .. ttl. 
Dan Gltckman - Kan. 
Rtchard Gephardt - Mo. 
Jerry Huckaby - La. 

Willlam Hughes - N.~. 
Andrew tr'eland - Fla. 
Pete Kostmayer... Pa. 
John LaFalce - N.Y. 
Tom Luken - OhTo, 
Stan Lundtne - N.Y. 
Ed Markey - Mass~ 
Jrm Mattox - Tex~ 
Mat McHugh - N.Y. 
James Oberstar .. Minn. 
Leon Panetta ... Calif. 
Nick Rahal 1 - W. Va. 
Pau 1 S.fmon ... fll. 
Ike Skelton - Mo. 
Harold Volkmer - Mo. 
Doug Walgren - Pa. 
J.im Weaver - Ore. 
Ted We r s s - N. Y • 

I also attach a brieftng paper we prepared for luncheon meeting 
earlier this year. 

The ftgures we use for energy come from Ed Fried who has told 
Congressmen that World Bank lending' for ott, coal, natural gas, and 
hydropower will add the equivalent of 2-2.5 million barrels per day. 

Attachment 



Alternate 
Executive Director 

THE WORLD BANK 
Washington, D.C. 20433 

U.S.A. 

July 23, 1979 

Honorable Henry M. Jackson 
United States Senate 
137 Russell Senate Office Building 
Washington, D.C. 20510 

Dear Congressman Jackson: 

I am responding to your request to Mr. McNamara for comments on 
Title VI of S.l308. The view in the World Bank is that the potential for 
increased production of oil, gas and coal in non-OPEC developing countries 
is substantial and I believe that it is important for the U.S. to review 
how it might best join others in increasing the energy supplies in these areas. 

For the past two years the World Bank has been financing petroleum 
development in non-OPEC developing countries, and in January of this year the 
Executive Directors of the Bank approved an expanded program for the develop
ment of oil, gas and coal, including assistance in exploratipn. 

Based on studies undertaken for the Bank, there i s thought to be 
considerable potential both for increasing the production of oil and gas from 
known fields and good prospects for new discoveries in a number of countries. 
The Bank's experience thus far suggests that there is room for more assistance 
in this sector than can at present be provided by international organizations 
with their existing resources. 

The World Bank's program for the development of oil, gas, and coal 
deposits provides: 

- assistance in improving the legislative and policy framework, 
so as to increase the flow of private capital to the eriergy 
sector; 

- technical assistance to improve energy planning and policy 
and to strengthen institutions in the energy sector; 

financial and technical assistance in survey work to improve 
the geological data base for oil, gas and coal development; 

financial assistance for production and exploration in oil, 
gas and coal. 

The Bank's program is expected to reach a level of about ten 
projects per year for the development of oil, gas and coal, amount ing to 
$500-700 million of loans, for projects costing from $1.5-2 billion. 
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The Bank's initial experience suggests that there are many factors 
in developing countries which are bottlenecks to the more rapid expansion 
of oil, gas and petroleum production. These include lack of long-term plans 
for the development of energy resources, inadequate preparation of projects, 
weak institutions, and an investment climate which is not conducive to attract
ing foreign private investors. Despite the projected increase in the Bank's 
program, the need for assistance in the developing countries and their 
prospects for developing conventional and other sources of energy suggests 
that the U.S., as well as other bilateral aid agencies, would be justified 
in rapidly expanding their assistance programs in this sector. The areas 
in which assistance would be useful include: . energy sector plannlng, training 
of technical staff from developing countries, financing of the development 
and utilization of oil, gas and coal resources, assistance in geological 
surveys and in increasing petroleum and coal exploration activity, and support 
for the development of low-cost technologies which cart provide energy in rural 
areas. Since the financing of development and exploration would no doubt 
need to be done in conjunction with private companies and national oil corp
orations, the process for supporting such activities would have to be carefully 
designed. The United States could strengthen its insurance and guarantee 
programs available for oil exploration since the lack of confidence oil company 
management has in the sanctity of contracts in developing countries is an 
important element in their reluctance to expand activities there. Also there 
has been an erosion of fiscal incentives and this is an area which may need 
to be looked at. 

The world supply of and demand for energy is an integrated one. The 
most rapid growth in demand will come from the developing countries, whose 
present consumption is very low and who have little opportunity for the kind 
of conservation effort which is possible in the industrialized countries. 
Therefore assisting them in increasing the development of new resources and 
exploring for additional reserves will benefit the United States as well as 
the developing countries. . 

~~~'-
William P. Dixon 

U.S. Alternate Director 
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Honorable Robert S. McNamara 
President 

June 25, 1979 

International Bank for Reconstruction 
and Development 

1818 H Street N.W. 
Washington, D.C. 20433 

Dear Mr. McNamara: 

I invite your attention to Title VI of S. 1308, a pro
posed "Energy Supply Act," now under consideration by this Committee. 
Title VI of the bill would require the Secretary of Energy to prepare 
and transmit to the Congress a report detailing available options for 
increasing oil and gas" exploration in countries that are not members 
of the Organization of Petroleum Exporting Countries. Among other 
things, the Secretary's report would be expected to evaluate present 
United States initiatives for encouraging the development of new non
OPEC oil sources and the costs and benefits of new initiatives such 
as loan guarantees, tax incentives, and international joint ventures. 

In view of the importance of the report envisioned by 
Title VI, the Committee desires to have the benefit of the widest 
possible comment on this aspect of the legislation and " feels that 
your observations would be helpful. 

Accordingly, I invite your comments on Title VI of S. 1308. 
A copy of the bill is enclosed. If you wish to comment, it willi;Je 
helpful if your material can be made available promptly since the 

tD Committee hopes to complete its action on the legislation prior to 
August 1, 1979. " 

rMJ:Ojm 
Enclosure 

Sin 

IL,t; 



WORLD BANK 

OFFICE ·OF THE PRESIDENT 

./ 

Mr. MCNa~ 
When the attached 

arrived on July 17 I 

7/24 

letter from Bill Young 
gave it to Mr. Stern. 

Mr. Stern would like you to have the 
following message: 

"I have discussed with Ed Fried, who 
will prepare response. The letter arrived 
after the debate in the House had begun and 
our supporters were advised (a) that the 
letter had just been received, (b) that you 
were out of town, (c) of the position on 
Vietnam, and used the information in the 
discussion." 

- . 
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C. W. BILL YOUNG 
6TH D ISTRICT, FLORIDA 

MEMBER: 

COMMITTEE ON 
APPROPRIATIONS 

44 F IRST AVENUE, SouTH 
ST. PETERSBURG, FLORIDA 33701 

PERMANENT SELECT 
COMM ITTEE ON 

INTELLIGENCE 

€ongrt~~ of tbe Itniteb 6tate~ 
~ouse of l\epresentatibes 
.a~ington, •. <C. 20515 

July 11, 1979 

SUITE 606 
801 W EST B AY DRIVE 

1..ARGo. FLORIDA 33540 

Mr. Robert S. McNamara 
President 
The World Bank 
Washington, D.C. 20433 

Dear Mr. McNamara: 

In a recent meeting with u.s. Assistant Secretary of the Treasury, 
C. Fred Bergsten, I was informed that the World Bank has decided to 
put a "freeze" on all lending to the Socialist Republic of Vietnam. 

In writing to you, I am requesting confirmation from the World Bank 
that in fact a formal "freeze" is in effect on all lending to 
Vietnam. In this regard, I would also appreciate your response to 
the following questions: 

- How long is the freeze in effect? 

- How was this freeze accomplished and is it 
formal or informal? Did the Executive Dir
ectors meet and vote t9 stop all lending to 
Vietnam, or was this a decision made by the 
Bank's management? 

- What are the conditions or requirements 
which must be met before the Bank will lift 
the freeze? Who will make this decision? 

- Has the World Bank ever imposed a similar 
freeze on lending to particular countries, 
and if so, who and when? 

Thank you for your consideration of ----"'"atter. With best wishes 
and personal regards, I am 

CWY:jc 

.. " 
l 
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